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I. INTRODUCTION

2 Q. PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS

ADDRESS.

4 A. Julius A. Wright, President, J. A. Wright & Associates, Inc. , 3037 Loridan Way,

Atlanta, Georgia 30339.

6 Q. BY WHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED?

7 A. I am a consultant to regulated utilities and public bodies on issues related to

10

economics, economic modeling, regulatory policy, industry restructuring, and

resource planning. I am presenting testimony on behalf of Duke Energy

Carolinas, LLC ("Duke Energy Carolinas" or the "Company" ) in this docket.

11 Q. PLEASE DESCRIBE YOUR EDUCATIONAL AND PROFESSIONAL

12 EXPERIENCE.

13 A. I received an undergraduate degree &om Valdosta State College (BS Chemistry),

14

15

17

18

19

an MBA in Finance &om Georgia State University, and a Master's and Ph.D. in

Economics from North Carolina State University, where I focused on regulatory

and environmental economics. Among other past experiences, I served as a

Commissioner on the North Carolina Utilities Commission &om 1985 to 1993. I

am currently President of J. A, Wright & Associates, Inc. , a consulting firm that

specializes in gas, electric and telecommunications regulatory issues.

20

21

Over the past 14 years in my consulting practice I have dealt extensively

with electric and natural gas utilities focusing on a number of issues . In this

context, I have testified before regulatory commissions and legislative bodies,
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10

presented studies and authored reports on issues related to electric and gas

regulation, and I have been a guest speaker at the Bonbright Conference, other

seminars, and at the Georgia Institute of Technology. I was also one of three

economists engaged by the California State Auditor to examine the problems that

led to that state's recent electric energy crisis. Furthermore, in the last few years I

have worked with several utilities on the most effective way to reorganize

transmission assets &om both a business/marketplace structure and financial

structure, while accommodating the Federal Energy Regulatory Commission's

("FERC's") transmission policies. See WRIGHT EXHIBIT 1 for additional

details on my background.

11 Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

12 A. I am responding to the direct testimony filed by Peter A. Bradford on behalf of

13

14

16

17

18

19

20

Friends of the Earth. I explain in my testimony that the South Carolina General

Assembly has specifically provided a statutory process for this Commission to

determine the prudency of Duke Energy Carolina's decision to incur pre-

construction costs for its William States Lee, III Nuclear Station ("Lee Nuclear

Stafion"). As opposed to Mr. Bradford's opinion, I do not believe that Duke Energy

Carolina's application in this proceeding, or the assurances provided for by the

General Assembly in the Baseload Review Act (the Act"), will harm customers. On

the contrary, it is my opinion that if the Commission does not approve the prudency

of Duke Energy Carolina's decision to incur pre-construction costs for the Lee

Nuclear Station as provided for by the General Assembly, customers could be

J. A. Wright Rebuttal Testimony Related to
Lee Nuclear Station Pre-Construction Costs

Docket No. 2007-440-E

I presentedstudies and authoredreports on issuesrelated to electric and gas

2 regulation,and I havebeena guestspeakerat the BonbrightConference,other

3 seminars,and at the GeorgiaInstitute of Technology. I was also one of three

4 economistsengagedby the CaliforniaStateAuditor to examinetheproblemsthat

5 led to that state’srecentelectricenergycrisis. Furthermore,in the last few yearsI

6 have worked with several utilities on the most effective way to reorganize

7 transmissionassetsfrom both a business/marketplacestructureand financial

8 structure,while accommodatingthe FederalEnergyRegulatoryCommission’s

9 (“FERC’s”) transmissionpolicies. See WRIGHT EXHIBIT 1 for additional

10 detailson my background.

11 Q. WHAT IS THE PURPOSEOF YOUR REBUTTAL TESTIMONY?

12 A. I am respondingto the direct testhnonyfiled by PeterA. Bradford on behalfof

13 Friends of the Earth. I explain in my testimonythat the South CarolinaGeneral

14 Assemblyhas specificallyprovided a statutoryprocessfor this Commissionto

15 determine the prudency of Duke Energy Carolina’s decision to incur pre-

16 constructioncosts for its William StatesLee, ifi NuclearStation (“Lee Nuclear

17 Station”). As opposedto Mr. Bradford’sopinion. I do notbelievethatDukeEnergy

18 Carolina’s application in this proceeding,or the assurancesprovidedfor by the

19 GeneralAssemblyin theBaseloadReviewAct (theAct”), will harmcustomers.On

20 thecontrary,it is my opinionthat if theConmiissiondoesnot approvetheprudency

21 of Duke Energy Carolina’s decisionto incur pre-constructioncosts for the Lee

22 Nuclear Station as provided for by the GeneralAssembly, customerscould be

3

J.A. WrightRebuttalTestimonyRelatedto
LeeNuclearStationPre-ConstructionCosts

DocketNo. 2007-440-E



harmed because this greenhouse gas emission-free baseload generation resource

could effectively cease to be an option for Duke Energy Carolina's customers in

the 2018 time&arne.

4 Q. HOW DID YOU PREPARE FOR THIS TESTIMONY AND WHAT

EXPERIENCE DO YOU HAVE THAT IS PARTICVLARLY RELEVANT

TO THIS PROCEEDING?

7 A. In preparing for this testimony I reviewed the Application filed by the Company

10

12

13

14

15

16

18

19

20

21

in this docket, the filed direct testimony of the other parties, the Baseload Review

Act, books on the subject of regulation and prudence, and some of my work

related to this Company's Integrated Resource Plan ("IRP"). I also reviewed

other documents or studies related to the issues being discussed in this case.

In terms of my experience in these matters, I have worked for the last 20

plus years in the field of electric and gas regulation, primarily in the Southeast

and often in South Carolina and North Carolina. This work has involved, among

other things, several studies related to forecasting future electric demand and

future electric prices, work related to reviewing or helping to prepare IRPs in both

South Carolina and North Carolina as well as other Southeastern states. In

addition, while serving as a North Carolina Utility Commissioner I participated in

the rate cases that brought into rates the last three nuclear plants built in South

Carolina and North Carolina. In short, I have rather unique experience in dealing

with nuclear power facilities and planning as it relates to this region of the

country.
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I also served three terms in the North Carolina State Senate, thus I am

acutely aware of the legislative process that accompanies the passage of

legislation like South Carolina's Act. Furthermore, I was involved internally with

a South Carolina electric utility in reviewing this Act and proposed revisions as it

was being discussed and moving through the South Carolina Legislature (the

"Legislature" ). Thus I also have what I feel is some pertinent qualifications with

respect to the various considerations related to the passage of the Act, its intent,

and how it relates to the current proceeding.

9 Q. PLEASE SUMMARIZE THE BASIC POINTS IN YOUR REBUTTAL

10 TESTIMONY.

11 A. Contrary to Mr. Bradford's opinion, I do not believe that Duke Energy Carolina's

12

13

14

15

16

19

20

22

application in this proceeding, or the assurances provided for by the General

Assembly in the Baseload Review Act (the Act"), will harm customers.

Mr. Bradford apparently bases much of his argument on the contention

that this hearing is related to the prudence of cost recovery of both

preconstruction and construction costs. First, the statutory process outlined in

South Carolina's Baseload Review Act is very specific about the procedures for

developing and approving a new nuclear plant. These procedures adequately

address all the issues Mr. Bradford raises and, contrary to his view, adequately

protect the interest of ratepayers, Moreover, while Mr. Bradford discusses cost

recovery at length in his testimony, the issue of recovery of pre-construction costs

is reserved for a separate proceeding as is the issue of recovery of plant
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construction costs. In addition, unlike audits and prudence reviews conducted

after or near the time a plant is operational, as usually happened in the past, the

ongoing monitoring of costs and construction schedules by the Office of

Regulatory Staff, dictated by the Baseload Review Act, effectively provides an

ongoing and contemporaneous prudency review. I believe this can be a much

more effective and efficient review process if the objective is to base the review

on what is known and knowable at the time decisions are made —which is the

historical standard of review with respect to prudence reviews undertaken by

utility regulators.

One final important point that needs to be emphasized is that this hearing

is about planning for the future, keeping the nuclear option open, and the statutory

obligation that this Commission and Duke Energy Carolinas must fulfill in

planning and building to meet future electric demand using a reliable mix of fuel

resources. It is my opinion if the Commission does not approve the prudency of

Duke Energy Carolina's decision to incur pre-construction costs for the Lee Nuclear

Station customers could be harmed because this greenhouse gas emission-free

baseload generation resource could effectively cease to be an option for Duke

Energy Carolina's customers in the 2018 timeframe,
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II. RESPONSE RELATED TO THE ISSUE OF THK SASKLOAD

REVIEW ACT AND PRUDENCK

3 Q. ON PAGE 5 OF HIS TESTIMONY, AT LINES 11 THRU 17, MR.

BRADFORD IMPLIES THAT THE PROCEDURES UNDER SOUTH

CAROLINAS BASELOAD REVIE% ACT PROVIDE DUKE ENERGY

CAROLINAS AN "EXTRAORDINARY BENEFIT." DO YOU AGREE?

7 A. No, the notion that the Act gives Duke Energy Carolinas an extraordinary benefit

10

12

13

14

15

16

17

18

19

20

21

22

is simply not accurate. This claim is apparently based on Mr. Bradford's

contention that the Act allows a finding of prudence related to "the decision to

construct the proposed nuclear unit" along with the recovery of "a very substantial

portion" of the planned construction costs of the plant before the plant's final

impact on rates is determined (page 5, beginning on line 13). First, this hearing is

not about the recovery of plant construction costs, Contrary to Mr. Bradford's

conclusion in his discussion on this point, Duke has not decided to build the plant

and appropriate filings involving that decision would come at a later date if and

when such a decision is made. Second, his opinion that the current statutory

framework in South Carolina under which this filing is made is somehow

improper or doesn't protect ratepayers' interest (which he suggests both here and

on the next page 6, lines 1 thru 3) is simply inaccurate in my opinion and does not

properly credit the various customer protections and regulatory oversight

contained in the Act. Third, I believe his statements regarding the concept of

prudence as it relates to regulatory oversight, both here and in later sections of his
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testimony, yield an improper view as to the determination of prudence as it relates

to the recovery of costs in a regulatory setting.

3 Q. IN YOUR PREVIOUS ANSWER YOU STATE THAT THE NOTION

THAT THE ACT GIVES DUKE ENERGY CAROLINAS AN

EXTRAORDINARY BENEFIT IS INACCURATE AND DOES NOT

PROPERLY CREDIT THK CUSTOMER PROTECTIONS AND

REGULATORY OVERSIGHT CONTAINED IN THE ACT. ON WHAT

DO YOU BASE THIS CONCLUSION?

9 A. This statement is best explained by simply reviewing the process established by

10 the Act. The diagram below is a simplified view of the procedures established in

12

13

14

15

16

17

18

19

20

21

22

the Act. As this diagram illustrates, the process envisions three primary steps

(though along this three step process an applicant may file to recover pre-

construction costs in a separate proceeding and can file modifications to its plans

and for a review of rates). This three step process consists of (1) a project

development application, (2) a Baseload Review Application and what I will refer

to as a siting certificate or combined application, and (3) ongoing oversight and

monitoring by the Office of Regulatory Staff ("ORS"). As this diagram indicates,

Duke Energy Carolina's project development application at issue in this Docket is

the very first step of this process. The issue of recovery of pre-construction costs

is reserved for a separate proceeding. Moreover, as shown in the diagram, the

review of the costs related to plant construction are not addressed in this

proceeding, as Mr. Bradford would apparently prefer, but rather those costs are to
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8 DO YOU BASE THIS CONCLUSION?

9 A. This statementis bestexplainedby simply reviewingthe processestablishedby

10 theAct. Thediagrambelow is a simplified view of theproceduresestablishedin

11 the Act. As this diagram illustrates,the processenvisionsthreeprimary steps

12 (though along this three step processan applicant may file to recoverpre-

13 constructioncostsin a separateproceedingandcan file modificationsto its plans

14 and for a review of rates). This threestep processconsistsof (1) a project

15 developmentapplication,(2) aBaseloadReviewApplication andwhat I will refer

16 to asa siting certificateor combinedapplication,and (3) ongoingoversightand

17 monitoringby theOfficeofRegulatoryStaff(“ORS”). As this diagramindicates,

18 DukeEnergyCarolina’sprojectdevelopmentapplicationat issuein this Docketis

19 thevery first stepofthis process.Theissueofrecoveryof pre-constructioncosts

20 is reservedfor a separateproceeding. Moreover,asshownin the diagram,the

21 review of the costs related to plant constructionare not addressedin this

22 proceeding,asMr. Bradfordwould apparentlyprefer,but ratherthosecostsareto
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be filed and reviewed in the second step of this the process, called a Baseload

Review Application.
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3 Q. DO YOU BELIEVE THE PROCESS PROVIDED UNDER SOUTH

7 A.

10

CAROLINA'S BASKLOAD REVIEW ACT PROPERLY ADDRESSES

THE COST CONCERNS AND THE INTERESTS OF RATKPAYERS

RAISED BY MR. BRADFORD?

Yes, the process in place in South Carolina will provide an adequate

review of all costs associated with the construction of the proposed Lee Nuclear

Facility and I believe, as did the South Carolina Legislature, that it will

adequately protect the interest of ratepayers. Indeed, the very title of the Act

begins with the declaration that the "Act [is] to protect South Carolina
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3 Q. DO YOU BELIEVE THE PROCESS PROVIDED UNDER SOUTH

4 CAROLINA’S BASELOAD REVIEW ACT PROPERLY ADDRESSES

5 THE COST CONCERNS AND THE INTERESTS OF RATEPAYERS

6 RAISED BY MR. BRADFORD?

7 A. Yes, the processin place in South Carolina will provide an adequate

8 reviewof all costsassociatedwith the constructionof theproposedLeeNuclear

9 Facility and I believe, as did the South Carolina Legislature, that it will

10 adequatelyprotect the interestof ratepayers. Indeed,the very title of the Act

11 begins with the declaration that the “Act [is] to protect South Carolina
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10

12

13

14

15

16

17

18

19

20

21

22

ratepayers. " Moreover, if one reads the Act there are sufficient provisions for this

Commission and other parties to question all the costs related to the plant,

including the pre-construction costs. The provision for ongoing quarterly reports

and monitoring of the construction process by the ORS also provides protection

for customers.

I would add that from my experience as a legislator and in my work

following the development of this law, it is undeniable that a primary focus, and I

would say the primary focus, of the Legislature was the protection of South

Carolina's ratepayers from excessive or imprudent costs coupled with a

reasonable process for monitoring the ongoing construction of a nuclear facility.

At the same time, in adopting the Act the Legislature had the additional purpose

of providing a more effective and efficient regulatory process that would promote

the construction of nuclear generation in South Carolina. In fact, prior to the

passage of the Baseload Review Act, the South Carolina Legislature, had

endorsed the development of new nuclear generating facilities in the state in its

June 1, 2006 Joint Resolution (H. 5236), "A Concurrent Resolution to Advance

the Need for Electric Utilities to Build New Nuclear Power Plants in South

Carolina and to Urge the Office of Regulatory Staff and the Public Service

Commission to Encourage Such Consideration. " In sum, I would suggest that Mr.

Bradford's complaints about the statutory process are really not related to this

hearing, but would more properly be addressed to the South Carolina Legislature

and the procedures it has established under the Act and the Legislature's decision

10
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1 ratepayers.”Moreover,if onereadstheAct therearesufficientprovisionsforthis

2 Commissionand other parties to question all the costs related to the plant,

3 including thepre-constructioncosts. Theprovisionfor ongoingquarterlyreports

4 andmonitoring of the constructionprocessby the ORS alsoprovidesprotection

5 for customers.

6 I would add that from my experienceas a legislator and in my work

7 following the developmentofthis law, it is undeniablethataprimaryfocus,andI

8 would say~ primary focus, of the Legislaturewas the protectionof South

9 Carolina’s ratepayers from excessive or imprudent costs coupled with a

10 reasonableprocessfor monitoringthe ongoingconstructionof a nuclearfacility.

11 At thesametime, in adoptingtheAct the Legislaturehadthe additionalpurpose

12 ofprovidingamoreeffectiveandefficient regulatoryprocessthat would promote

13 the constructionof nucleargenerationin SouthCarolina. In fact, prior to the

14 passageof the BaseloadReview Act, the South Carolina Legislature, had

15 endorsedthe developmentof newnucleargeneratingfacilities in the statein its

16 June1, 2006 Joint Resolution(H. 5236), “A ConcurrentResolutionto Advance

17 the Need for Electric Utilities to Build New NuclearPowerPlants in South

18 Carolina and to Urge the Office of Regulatory Staff and the Public Service

19 Commissionto EncourageSuchConsideration.”In sum,Iwould suggestthat Mr.

20 Bradford’scomplaintsabout the statutoryprocessare really not relatedto this

21 hearing,but wouldmoreproperlybeaddressedto the SouthCarolinaLegislature

22 andtheproceduresit hasestablishedundertheAct andtheLegislature’sdecision
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to support the development of nuclear generating plants for the benefit of its

citizens.

3 Q. PLEASE EXPLAIN HOW THE ACT PROVIDES AN OPPORTUNITY TO

REVIEW THK PRUDENCY OF PRK-CONSTRUCTION COSTS?

5 A. Contrary to Mr. Bradford's claims, there is ample opportunity for this

10

12

13

14

15

16

17

18

19

20

21

Commission and other parties to review and dispute specific pre-construction

costs. Let me explain by reviewing exactly what the Company is requesting in

this docket and what the Act requires at this stage of the process. The Company

has filed, pursuant to the Act, a Project Development Application which

establishes the need for the Company to preserve the Lee Nuclear Station as a

resource option to meet customers' continuing need for power and the need to

incur pre-construction costs for the facility. Under S.C. Code $58-33-225, the

Commission can issue a Project Development Order in this proceeding affirming

the prudency of the utility's decision to incur pre-construction costs for a nuclear

plant. But contrary to Mr. Bradford's assertions in his testimony, in issuing its

project development order, the PSCSC "may not rule on the prudency or

recoverability of specific items of cost." Id.

In a future proceeding, however, the project development costs "must be

properly included in the utility's plant-in-service and must be recoverable fully

through rates in future proceedings, " unless the record in the future proceeding

shows that individual items of cost were imprudently incurred or that "other

decisions subsequent to the issuance of a project development order were
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1 to support the developmentof nucleargeneratingplants for the benefit of its

2 citizens.

3 Q. PLEASE EXPLAIN HOW TIlE ACT PROVIDES AN OPPORTUNITY TO

4 REVIEW THE PRUDENCY OF PRE-CONSTRUCTION COSTS?

5 A. Contrary to Mr. Bradford’s claims, there is ample opportunity for this

6 Commissionand otherparties to review and dispute specific pre-construction

7 costs. Let me explainby reviewingexactlywhat the Companyis requestingin

8 this docketandwhat theAct requiresat this stageoftheprocess.TheCompany

9 has filed, pursuant to the Act, a Project DevelopmentApplication which

10 establishesthe needfor the Companyto preservethe Lee NuclearStation as a

11 resourceoption to meetcustomers’continuingneedfor powerand the needto

12 incur pre-constructioncosts for the facility. UnderS.C. Code §58-33-225,the

13 Commissioncan issuea ProjectDevelopmentOrderin this proceedingaffirming

14 theprudencyof theutility’s decisionto incurpre-constructioncostsfor a nuclear

15 plant. But contraryto Mr. Bradford’sassertionsin his testimony,in issuing its

16 project developmentorder, the PSCSC “may not rule on the prudencyor

17 recoverabilityofspecificitemsofcost.” Id.

18 In a futureproceeding,however,theproject developmentcosts“must be

19 properly includedin the utility’s plant-in-serviceand must be recoverablefully

20 throughrates in futureproceedings,”unlessthe record in the future proceeding

21 shows that individual items of cost were imprudently incurred or that “other

22 decisions subsequentto the issuanceof a project developmentorder were
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imprudently made considering the information available to the utility at the time

they were made. " S.C. Code Ann. $58-33-225(E).

3 Q. IS THIS PRE-CONSTRUCTION PRUDENCE REVIEW UNIQUE TO

SOUTH CAROLINA?

5 A. No it is not. Other states have regulatory policies that provide assurance of cost

10

12

13

14

15

16

17

18

19

20

22

recovery in advance of baseload plants, such as nuclear facilities, being

completed. For example, North Carolina has a statute, N.C. Gen. Stat. (62-110.7,

that is essentially identical to S.C. Code )58-33-225 in that it allows the North

Carolina Utilities Commission ("NCUC") to approve the prudency of a utility's

decision to incur nuclear project development costs, but does not allow the NCUC

to rule on the reasonableness or prudence of specific project development

activities or specific items of cost. Even before the enactment of this statute, the

NCUC authorized Duke Energy Carolinas to incur development costs for the Lee

Nuclear Station through December 31, 2007, not to exceed the North Carolina

allocable portion of $125 million in its October 9, 2007 Order of Clarification

Concerning Development Costs in NCUC Docket No. E-7, Sub 819.

Likewise, Florida has a regulatory framework that allows for the recovery

of nuclear plant site selection and pre-construction costs even before construction

is complete and the plant is placed in service. Section 366.93 of the Florida

Statutes, which became law in June 2006, reflects the Florida Legislature's

support for the development of new nuclear power generation in Florida. It

requires the Florida Commission to establish rules providing for alternative cost
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1 imprudentlymadeconsideringtheinformationavailableto theutility at thetime

2 theyweremade.” S.C.CodeAnn. §58-33-225(E).

3 Q. IS THIS PRE-CONSTRUCTION PRUDENCE REVIEW UNIQUE TO

4 SOUTH CAROLINA?

5 A. No it is not. Otherstateshaveregulatorypoliciesthat provideassuranceofcost

6 recovery in advance of baseloadplants, such as nuclear facilities, being

7 completed.Forexample,NorthCarolinahasastatute,N.C. Gen.Stat. §62-110.7,

8 that is essentiallyidentical to S.C. Code §58-33-225in that it allows the North

9 CarolinaUtilities Commission(“NCUC”) to approvethe prudencyof a utility’s

10 decisionto incurnuclearprojectdevelopmentcosts,but doesnot allow theNCUC

11 to rule on the reasonablenessor prudenceof specific project development

12 activitiesor specific items ofcost. Evenbeforetheenactmentofthis statute,the

13 NCUC authorizedDukeEnergyCarolinasto incur developmentcostsfor theLee

14 Nuclear Station throughDecember31, 2007, not to exceedthe North Carolina

15 allocableportion of $125 million in its October9, 2007 Orderof Clarification

16 ConcerningDevelopmentCostsin NCUC DocketNo.E-7, Sub819.

17 Likewise,Floridahasaregulatoryframeworkthatallows for the recovery

18 ofnuclearplant siteselectionandpre-constructioncosts evenbeforeconstruction

19 is completeand the plant is placed in service. Section366.93 of the Florida

20 Statutes,which becamelaw in June 2006, reflects the Florida Legislature’s

21 support for the developmentof new nuclearpower generationin Florida. It

22 requirestheFlorida Commissionto establishrulesproviding for alternativecost
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recovery mechanisms for the recovery of costs incurred in the siting, design,

licensing, and construction of a nuclear power plant. It further requires such

mechanisms to be designed to promote utility investment in nuclear power plants

and to allow for the recovery in rates of all prudently incurred costs. As directed

by the Florida statute, the Florida Commission has adopted new rules that permit

investor-owned electric utilities to request partial recovery of the planning and

construction costs of a nuclear power plant prior to commercial operation of the

plant.

10

12

13

14

15

16

17

19

20

21

22

The Louisiana Public Service Commission also has issued an Order

entitled "Incentive Cost Recovery Rule for Nuclear Power Generation" that has a

three step process for cost recovery of nuclear generation that is similar to the

South Carolina process in that it addresses the issue of ongoing cost reviews and

the related prudence of these costs. The first step is for cost recovery of siting and

licensing, the second step addresses recovery of costs between licensing and

construction, the third step addresses construction cost recovery. A utility can

recover construction work in progress ("CWIP") at all three steps on the costs

approved up to that time, and there are annual reviews of the prudency of costs in

all three phases of the regulatory process.

Iowa, Kansas, and Wisconsin all have provisions for an electric utility to

apply in advance for the rate-making principle that will apply to the proposed

facility. This is similar to the provisions for establishing rate-making principles in

the Baseload Review Order following a Baseload Review Application.
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1 recoverymechanismsfor the recoveryof costs incurredin the siting, design,

2 licensing, and constructionof a nuclearpower plant. It further requiressuch

3 mechanismsto bedesignedto promoteutility investmentin nuclearpowerplants

4 andto allow for therecoveryin ratesofall prudentlyincurredcosts. As directed

5 by theFloridastatute,theFloridaCommissionhasadoptednewrulesthatpermit

6 investor-ownedelectricutilities to requestpartial recoveryof the planningand

7 constructioncostsof a nuclearpowerplant prior to commercialoperationof the

8 plant.

9 The Louisiana Public Service Commission also has issued an Order

10 entitled“IncentiveCostRecoveryRulefor NuclearPowerGeneration”thathasa

11 threestepprocessfor cost recoveryof nucleargenerationthat is similar to the

12 South Carolinaprocessin that it addressesthe issueof ongoingcostreviewsand

13 therelatedprudenceofthesecosts. Thefirst stepis forcostrecoveryofsiting and

14 licensing, the secondstep addressesrecoveryof costs betweenlicensing and

15 construction,the third step addressesconstructioncost recovery. A utility can

16 recoverconstructionwork in progress(“CWIP”) at all threestepson the costs

17 approvedup to thattime, andthereareannualreviewsof theprudencyofcostsin

18 all threephasesoftheregulatoryprocess.

19 Iowa, Kansas,and Wisconsinall haveprovisionsfor an electric utility to

20 apply in advancefor the rate-makingprinciple that will applyto the proposed

21 facility. This is similar to theprovisionsfor establishingrate-makingprinciplesin

22 theBaseloadReviewOrderfollowing a BaseloadReviewApplication.
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1 Q. SHOULD THE COMMISSION APPROVE DUKE ENERGY CAROLINA'S

REQUEST IN THIS HEARING, DOES IT REMOVE THE ISSUE OF

ADDITIONAL REGULATORY OVERSIGHT OF CONSTRUCTION

COSTS AND FURTHER PRUDENCE REVIEWS FROM FUTURE

CONSIDERATIONS?

6 A. No it does not. Commission approval of Duke Energy Carolina's request does not

10

12

13

14

15

16

17

18

19

20

21

22

remove the issue of additional regulatory oversight of construction costs and

further prudence reviews from future considerations. As I show in the diagram

presented above and as provided in the Act there is ample opportunity for other

parties, the ORS and this Commission to review and dispute futLue costs, both

construction and pre-construction. In addition, as I have already stated, if the

Company decides to proceed with construction and this decision is approved in a

future hearing called a Baseload Review Application, the Company will have to

provide ongoing quarterly monitoring reports to the ORS. Also under provisions

in the Act the ORS "shall conduct on-going monitoring of the construction of the

plant and expenditure of capital through review and audit of the quarterly

reports. ..and shall have the right to inspect the books and records regarding the

plant and the physical progress of construction upon reasonable notice to the

utility" (S.C. Code $58-33-277 (B)) This ORS monitoring and the required

quarterly reports actually increases the level of regulatory scrutiny of the

construction process as compared to what was required prior to the adoption of

the Act. Moreover, unlike audits and prudence reviews conducted after or near

14
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1 Q. SHOULD THE COMMISSION APPROVEDUKE ENERGY CAROLINA’S

2 REQUEST IN THIS HEARING, DOES IT REMOVE THE ISSUE OF

3 ADDITIONAL REGULATORY OVERSIGHT OF CONSTRUCTION

4 COSTS AND FURTHER PRUDENCE REVIEWS FROM FUTURE

5 CONSIDERATIONS?

6 A. No it doesnot. CommissionapprovalofDukeEnergyCarolina’srequestdoesnot

7 removethe issueof additional regulatoryoversight of constructioncosts and

8 furtherprudencereviews from future considerations.As I showin the diagram

9 presentedaboveand asprovidedin the Act thereis ampleopportunityfor other

10 parties,the ORS and this Commissionto review and disputefuture costs, both

11 constructionand pre-construction. In addition, as I have alreadystated,if the

12 Companydecidesto proceedwith constructionandthis decisionis approvedin a

13 futurehearingcalleda BaseloadReviewApplication,the Companywill haveto

14 provideongoingquarterlymonitoringreportsto theORS. Also underprovisions

15 in theAct theORS “shall conducton-goingmonitoringof theconstructionofthe

16 plant and expenditureof capital through review and audit of the quarterly

17 reports...andshall havetheright to inspectthe booksandrecordsregardingthe

18 plant and the physicalprogressof constructionupon reasonablenotice to the

19 utility” (S.C. Code §58-33-277(B)) This ORS monitoring and the required

20 quarterly reports actually increasesthe level of regulatory scrutiny of the

21 constructionprocessas comparedto whatwas requiredprior to the adoptionof

22 the Act. Moreover, unlike auditsand prudencereviewsconductedafter or near
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the time a plant is operational, as usually happened in the past, the ongoing

monitoring dictated by the Act provides, in effect, an ongoing and

contemporaneous prudency review. I believe this can be a much more effective

and efficient review process if the objective is to base the review on what is

known and knowable at the time decisions are made —which is the historical

standard of review with respect to prudence reviews undertaken by utility

regulators.

8 Q. MR. BRADFORD INDICATES ON PAGE 6, LINES 7-12, THAT

10

12

HISTORICALLY, UTILITY REGULATORS UNDERTOOK PRUDENCE

REVIEWS ALMOST ALWAYS AFTER EVENTS LED TO

SUBSTANTIAL RATES INCREASES. IS THIS RELEVANT TO

TODAY'S HEARING?

13 A. It is not relevant to this case or what is being requested by the Company simply

14

15

17

18

19

20

21

22

because his assertion is predicated on the proposed Lee Nuclear Station being

built —and that decision has not yet been made. Mr. Bradford seems to lose sight

that the Company's application is an interim regulatory step to allow the

Company to proceed to incur pre-construction costs in order to develop the plans

and costs and maintain the Lee Nuclear Station as a future resource option

available by 2018 based on current timing estimates. At such time in the future

that the Company determines to proceed to construction of the Lee Nuclear

Station, it will first have to seek this Commission's approval.

However, his statement that regulators historically used an after-the-fact

15
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1 the time a plant is operational,as usuallyhappenedin the past, the ongoing

2 monitoring dictated by the Act provides, in effect, an ongoing and

3 contemporaneousprudencyreview. I believethis canbe a muchmoreeffective

4 and efficient review processif the objective is to basethe review on what is

5 known and knowableat the time decisionsaremade— which is the historical

6 standard of review with respect to prudencereviews undertakenby utility

7 regulators.

8 Q. MR. BRADFORD INDICATES ON PAGE 6, LINES 7-12, THAT

9 HISTORICALLY, UTILITY REGULATORS UNDERTOOK PRUDENCE

10 REVIEWS ALMOST ALWAYS AFTER EVENTS LED TO

11 SUBSTANTIAL RATES INCREASES. IS THIS RELEVANT TO

12 TODAY’S HEARING?

13 A. It is not relevantto this caseor what is beingrequestedby the Companysimply

14 becausehis assertionis predicatedon the proposedLee NuclearStation being

15 built — andthat decisionhasnot yetbeenmade. Mr. Bradfordseemsto losesight

16 that the Company’s application is an interim regulatory step to allow the

17 Companyto proceedto incurpre-constructioncostsin orderto developtheplans

18 and costs and maintain the Lee NuclearStation as a future resourceoption

19 availableby 2018 basedon currenttiming estimates.At suchtime in the future

20 that the Companydeterminesto proceedto constructionof the Lee Nuclear

21 Station,it will first haveto seekthis Commission’sapproval.

22 However,his statementthat regulatorshistorically usedan after-the-fact
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prudence review is accurate. This historical perspective of prudence reviews

actually illustrates a major reason why I believe the South Carolina Legislature

adopted the Act —that being to move away from aAer-the-fact prudence reviews

and adopt a more contemporaneous, ongoing, and more closely monitored

construction process.

6 Q. ON PAGE 7, LINES 2-6, MR. BRADFORD INDICATES THAT "A

10

TRANSACTION MAY PASS A REVIEW BASED ON THE LEVEL OF

INFORMATION PROVIDED IN THIS PROCEEDING ONLY TO BK

REVEALED AS IMPRUDENT BY LATER RATE IMPACTS. .." IS THIS

AN APPROPRIATE GUIDELINE FOR THE DETERMINATION OF

PRUDENCE IN THE REGULATORY MODEL?

12 A. The prudence standard he is suggesting is inconsistent with the new statutory

13

14

15

16

19

20

process provided in the Act and I believe it suggests a standard of prudence

review based on hindsight, as opposed to the contemporaneous auditing provided

in the Act. In addition, for his position to be relevant to this proceeding one must

assume that there is information that is known at the time of this proceeding that

either the Company or this Commission has withheld Rom the public. This is

simply not true. Second, his argument requires that even with an ongoing

monitoring of the construction process by the ORS, if circumstances lead to a

significant rate impact, this somehow automatically invokes the specter of

imprudence, even though information available at the time would not support

such a claim. This position, while relevant fo the historical regulatory process, is
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1 prudencereview is accurate. This historical perspectiveof prudencereviews

2 actually illustratesa majorreasonwhy I believethe South CarolinaLegislature

3 adoptedthe Act — that beingto moveawayfrom after-the-factprudencereviews

4 and adopt a more contemporaneous,ongoing, and more closely monitored

5 constructionprocess.
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11 PRUDENCE IN THE REGULATORY MODEL?

12 A. The prudencestandardhe is suggestingis inconsistentwith the new statutory

13 processprovided in the Act and I believe it suggestsa standardof prudence

14 reviewbasedonhindsight,asopposedto the contemporaneousauditingprovided

15 in theAct. In addition,for his positionto be relevantto thisproceedingonemust

16 assumethatthereis informationthat is knownat thetime ofthis proceedingthat

17 eitherthe Companyor this Commissionhaswithheld from the public. This is

18 simply not true. Second,his argumentrequires that even with an ongoing

19 monitoring of the constructionprocessby the ORS, if circumstancesleadto a

20 significant rate impact, this somehowautomatically invokes the specterof

21 imprudence,eventhough informationavailableat the time would not support
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16

J.A. Wright RebuttalTestimonyRelatedto
LeeNuclearStationPre-ConstructionCosts

DocketNo. 2007-440-E



not really supportable under South Carolina's new procedures in that it invokes

what I would term a hindsight" standard of review, which is an incorrect

interpretation of the prudence standard historically used by regulatory

commissions. Referring to Phillips',

"Prudence thus involves foresight, not hindsight. Decisions must

bejudged as to their reasonableness at the time they were made

and not after the fact,
"

10

12

13

Professor Bonbright has used similar language in his book on regulation.

Therefore, to the extent that Mr. Bradford is suggesting that the mere presence of

a significant rate impact is sufficient reason to conclude that imprudent actions

occurred, regardless of South Carolina's new monitoring procedures under the

Act, is clearly an after-the-fact hindsight standard of review that should be

rejected.

14 Q. ON PAGE 5, LINES 15-19, MR. BRADFORD SAYS THAT NEITHER A

15

16

17

PAPER MILL NOR AN OIL REFINERY "ENJOYS" THE ABILITY TO

RECOVER "A VERY SUBSTANTIAL PORTION" OF THEIR COSTS

BEFORE THE PLANT EVER OPERATES. IS THIS COMPARISON

REASONABLE?

19 A. This comparison is unreasonable and immaterial to this proceeding. In the first

20

21

place, the Company does not seek in this proceeding to recover a "substantial

portion" of its costs before the plant operates, rather the recovery of both pre-

'
Phillips, Charles F., "The Regulation of Public Utilities, "Public Utility Reports, Inc. ,

Arlington, VA, 1993,p340.
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1 not really supportableunderSouth Carolina’snewproceduresin that it invokes

2 what I would term a “hindsight” standardof review, which is an incorrect

3 interpretation of the prudence standard historically used by regulatory

4 commissions.Referringto Phillips’;

5 “Prudencethus involvesforesight,not hindsight. Decisionsmust

6 bejudgedas to their reasonablenessat the time theywere made

7 andnotafterthefact.”

8 ProfessorBonbright has used similar language in his book on regulation.

9 Therefore,to the extentthat Mr. Bradfordis suggestingthat themerepresenceof

10 a significant rateimpact is sufficient reasonto concludethat imprudentactions

Ii occurred,regardlessof South Carolina’snew monitoring proceduresunder the

12 Act, is clearly an after-the-fact hindsight standardof review that should be

13 rejected.

14 Q. ON PAGE 5, LINES 15-19,MR. BRADFORD SAYS THAT NEITHER A

15 PAPER MILL NOR AN OIL REFINERY “ENJOYS” THE ABILITY TO

16 RECOVER “A VERY SUBSTANTIAL PORTION” OF THEIR COSTS

17 BEFORE THE PLANT EVER OPERATES. IS THIS COMPARISON

18 REASONABLE?

19 A. This comparisonis unreasonableandimmaterialto this proceeding. In the first

20 place, the Companydoesnot seek in this proceedingto recovera “substantial

21 portion” of its costs beforethe plant operates,ratherthe recoveryof both pre-
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construction costs and plant consMction costs are to be adjudicated in future

proceedings. In addition, oil refineries and paper mills are in competitive markets

which obviously have different operating and cost recovery parameters than does

Duke Energy Carolinas. For example, unlike Duke Energy Carolinas, neither oil

refineries nor paper mills have an obligation to serve all customers requesting

service. Also, because oil refineries and paper mills operate in competitive

markets, unlike Duke Energy Carolinas, they can establish whatever price they

desire, and can move their operations to another state or country. In short, Mr.

Bradford's example is irrelevant in this case.

10 Q. ON PAGE 7, LINES 17-22, MR. BRADFORD SUGGESTS THE FAILURE

12

13

OF ENRON AND OTHERS INDICATES THAT ONLY AFTER THE

FAILURE WAS IMPRUDENCE REVEALED, AND THE SAME AFTER

THE FACT SITUATION IS TRUE FOR A UTILITY. IS HE CORRECT?

14 A. He is not correct and again he seems to base this conclusion on the historical

15

16

17

18

19

20

22

regulatory model that examined nuclear cost overruns, This historical process

commenced investigations of prudence aAer the plant was at or near completion

and only after the impact of significant cost overruns was evident. South

Carolina's new process allows for ongoing monitoring and oversight during the

entire construction process, including specific attention to any changes from the

original plans related to the schedule or costs. Further, the Commission has

authority under Section 58-33-225(E) and (F) of the South Carolina statutes, to

deny cost recovery for individual items of costs if it determines in a subsequent
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4 DukeEnergyCarolinas. For example,unlike Duke EnergyCarolinas,neitheroil

5 refineriesnor papermills have an obligation to serve all customersrequesting

6 service. Also, becauseoil refineries and papermills operatein competitive

7 markets,unlike Duke EnergyCarolinas,they canestablishwhateverprice they

8 desire,and canmove theiroperationsto anotherstateor country. In short, Mr.

9 Bradford’sexampleis irrelevantin thiscase.
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proceeding after issuing a project development order that such individual items of

cost were imprudently incurred or that other decisions subsequent to the issuance

of the order were imprudently made. In short, I believe this Commission has

ample authority to monitor Duke Energy Carolinas' conduct in a way that may

not be available in the competitive market environment that Mr. Bradford

continually relies on.

7 Q. ON PAGE 8, LINES 2-5, MR. BRADFORD SAYS THAT "ONCE THE

10

SOUTH CAROLINA COMMISSION DETERMINES PRUDENCE IN

THIS PROCEEDING IT MAY BE FORECLOSED FROM REVISITING

THAT DETERMINATION EVEN IF LATER EVENTS REVEAL THAT IT

WAS QUESTIONABLE. " IS THIS ACCURATE?

12 A. It is not accurate in that it is misleading and it again mischaracterizes the statutory

13

14

15

16

17

process. What is accurate is that under the Act, once this Commission has

determined that the recovery of pre-construction costs is prudent, then this

decision cannot be revisited. However, as previously explained, S.C. Code $58-

33-225(E) and (F) allows for any party to seek the disallowance of the costs of

specific items in the future proceeding which addresses recovering the pre-

construction costs in rates.

19 Q. ON PAGE 8, LINES 16 —19, MR. BRADFORD STATES THAT IF THE

20

21

COMMISSION APPROVES DUKE ENERGY CAROLINA'S REQUEST

IT WILL "EXPOSE CUSTOMERS TO SOME RISK OF BEARING

IMPRUDENT COSTS." IS THIS TRUE?
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1 proceedingafterissuingaproject developmentorderthatsuchindividual itemsof

2 costwereimprudentlyincurredor that otherdecisionssubsequentto the issuance
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15 decisioncannotbe revisited. However,aspreviouslyexplained,S.C. Code§58-
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17 specific items in the future proceedingwhich addressesrecovering the pre-

18 constructioncostsin rates.
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1 A. No, it is not true. As I stated in several prior answers, this case is about a Project

Development Application which, if approved, affirms the Company's decision to

incur pre-construction costs for the Lee Nuclear Station. With respect to the pre-

construction costs, as I stated above, S.C. Code $58-33-225(E) and (F) allows for

the Commission to disallow pre-construction costs in a future proceeding if

another party establishes the imprudence of specific items of cost.

III. THE NEED FOR POWER AND THE COST OF THK

PROPOSED FACILITY

9 Q. MR. BRADFORD, AT THK BOTTOM OF PAGE 9 AND THE TOP OF

10

12

13

14

PAGE 10, DISCUSSES HOW "A STATUTORY" REQUIREMENT "FOR A

PRUDE NCK DETERMINATION IS THAT THE POWER BE

NEEDED"...AND THAT "POWER COSTING TWENTY-FIVE CENTS

PKR kWh" HAS "LITTLE OR NO NEED." PLEASE RESPOND TO THIS

STATEMENT?

15 A. Again, Mr. Bradford's claims have no merit. First, there is ample evidence

16

17

18

20

21

22

discussed in the testimony of other Company witnesses and found in Duke Energy

Carolina's IRP that there is a growing need for baseload generation in South

Carolina and North Carolina (as well as throughout the Southeast). Second, his

statement about the power not being needed if it cost twenty-five cents per kWh is

not relevant to this hearing. Such a claim, albeit invalid, could be relevant if the

Commission were considering a Base Load Review Application or an application

for a certificate under the Utility Facility Siting and Environmental Protection

20
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2 DevelopmentApplicationwhich, if approved,affirms the Company’sdecisionto
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10

13

15

16

17

Act. Indeed, the Company has not even yet decided to build the plant. Third, Mr.

Bradford's cost per kWh is not consistent with the cost estimates provided in the

June, 2007 Keystone Center report that Mr. Bradford took part in. Fourth, I

would point to both Duke Energy Carolina's track record of building and

operating efficient nuclear units and this State's track record of low rates as

another reason to dispute Mr. Bradford's fears of "unaffordable" electric rates

resulting from this proposed facility. Indeed, if the Keystone projection is

accurate, even the "high" range of its levelized rate per kWh could likely be a

welcome relief to electric customers in higher cost states like New York (average

total and residential rate in 2007of 15.27 and 16.89 cents/kWh respectively) or

Maine (average total and residential rate of 11.80 and 13.80 cents/kWh

respectively).

There is another important point that requires discussion with respect to

Mr. Bradford's comments. This hearing is really about planning for the future,

keeping the nuclear option open, and the statutory obligation that this

Commission and Duke Energy Carolinas must fulfill in planning and building to

meet future electric demand.

18 Q. PLEASE DISCUSS YOUR LAST POINT THAT THIS HEARING IS

19 REALLY ABOUT PLANNING AND PREPARING FOR THE FUTURE.

20 A. This Commission and this Company have a statutory obligation to ensure that

21

22

both current and future South Carolinians have available to them adequate levels

of reliable, reasonably priced electricity. To fulfill this obligation they

21
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1 Act. Indeed,theCompanyhasnot evenyet decidedto build theplant. Third,Mr.

2 Bradford’scostperkWh is not consistentwith the costestimatesprovidedin the
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10

12

13

14

15

16

18

19

20

21

22

collectively undertake long-term planning and construction of generation

resources. And their track record indicates both parties have been very successful

in fulfilling this obligation. By any measure, Duke provides more reliable and

lower cost electric service than what is available in most other states and they

have proven to be one of the best nuclear generation companies in the country as

pointed out in the testimony of Mr. Jamil. The proof of the effectiveness of this

Commission and the electric utilities in this State is evidenced by the fact that this

State has historically been able to provide its citizens reliable and adequate

electric service at rates below the national average. In the latest EIA Annual

Report (Nov. 2007), South Carolina's average residential and average all sector

electric rates were 13.2% and 21.6% below the national average. Mr. Bradford

asserts that we should learn from the past (testimony pages 14 through 16). I

would agree, and thus I must point out that the track record of this Commission

and this Company is very good, and I believe that will continue, particularly given

the provisions in the Act.

I would also point out my past experience in dealing with these same

issues and in trying to plan generation resources 10 and 20 years into the future.

In a rapidly growing State like South Carolina (and North Carolina), neither the

Company nor the Commission has the luxury of waiting to see what happens or

continuing to delay making decisions on resource options. To put this in

perspective, since 1990, South Carolina's and North Carolina's combined

populations have grown by about 3.3 million people (a total growth in population

22
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1 collectively undertake long-term planning and construction of generation

2 resources.And their trackrecordindicatesbothpartieshavebeenverysuccessful

in fulfilling this obligation. By any measure,Dukeprovidesmore reliableand
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over these 17 years of about 33%). In just the last seven years, South Carolina's

and North Carolina's population has grown by 1,41 million people. In

comparison, the two Northeast states where Mr. Bradford was a state regulatory

commissioner have actually seen a population decline of over 600,000 people. In

my opinion, regulators in a high growth area like the Carolinas must approach

electric generation planning with a different focus, in terms of resource reliability,

diversity in fuel mix, and planning urgency, as compared to regulators in a state or

region with essentially stagnant population growth. Simply put, if we wait to see

if other options become viable, we may be too late,

10 Q. IN HIS TESTIMONY ON PAGE 10, MR. BRADFORD ASSERTS THAT

13

THE COMMISSION SHOULD LOWER DUKE ENERGY CAROLINA'S

RETURN ON EQUITY BECAUSE THE BASELOAD REVIEW ACT

SHIFTS RISK FROM THE COMPANY'S INVESTORS TO THE

COMPANY'S CUSTOMERS. DO YOU AGREE?

1S A. I disagree with Mr. Bradford. Again, the General Assembly debated and passed

16

17

18

19

20

21

22

the Baseload Review Act and made no provision for lowering a utility's

authorized return on equity ("ROE") because it was prudently incurring pre-

construction nuclear development costs, In addition, the arguments Mr. Bradford

and others use to oppose nuclear generation —such as unknown costs, uncertain

reliability, and high risk disposal issues —would argue that nuclear generation

increases the Company's risk which would equate to a higher return on equity.

Regardless, the issue of risk and the related return on equity is not relevant to this
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3 comparison,the two NortheaststateswhereMr. Bradfordwasa stateregulatory
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proceeding.

2 Q. MR. BRADFORD, AT PAGE 11 LINKS 20-22, SAYS THAT NO COST

4 A.

10

12

13

14

15

16

18

19

ESTIMATES ARK GIVEN IN THIS PROCEEDING. IS THIS CORRECT?

He is technically correct but literally wrong, and he is again either

misunderstanding or misstating the purpose of this proceeding. When I say be is

technically correct but literally wrong I mean he ignores the fact that such

information was included in the Company's last integrated resource planning

process which led to the filing of the 2007 Annual Plan in November 2007. In

addition, that information will be updated in its next IRP filing in the last quarter

of this year. Moreover, that cost information is not required in this filing. This

proceeding is not to litigate and approve the construction costs for Lee Nuclear—

that would come in a future combined baseload review application proceeding.

This proceeding is to determine if it is prudent to incur pre-construction

development costs in a rising cost environment with many future regulatory

uncertainties —not the least of which is the form a future carbon regulation may

take. Duke Energy Carolinas believes that it is prudent to continue to incur pre-

consMction costs to preserve the proposed Lee Nuclear Station as a resource

option at this time, and I agree.

IV. LICENSING PROCESS AND OTHER ISSUES

20 Q. MR. BRADFORD TESTIFIES TO HIS SKEPTICISM OF THK

21 TESTIMONY OF DUKE ENERGY CAROLINA'S CHIEF NUCLEAR

OFFICER, MR. JAMIL, THAT THE LEE NUCLEAR STATION WlLL

24
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HAVE A CAPACITY FACTOR EXPECTED TO EXCEED 90%. DO YOU

HAVE AN OPINION AS TO LEK NUCLEAR STATION'S CAPACITY

FACTORS?

4 A. I would certainly defer to Mr. Jamil, who has ultimate responsibility for the safe

and reliable operation of all of Duke Energy Carolinas' nuclear generating units.

I am not an expert on nuclear capacity factors, but I do know that Duke Energy

Carolina's units are among the top performers even among the U.S. fleet.

8 Q. ON PAGES 17 AND 18 MR. BRADFORD DISCUSSES THE NRC

10

LICENSING PROCESS AND SUGGESTS THE NE%' PROCESS MIGHT

BE COUNTERPRODUCTIVE. DO YOU AGREE?

11 A. Again, I believe this issue has no bearing on the application in this docket. The

12

13

Baseload Review Act does not require the Commission to assess the NRC's

licensing process before approving such an application.

14 Q. DO YOU HAVE ANY FURTHER THOUGHTS ABOUT THE FILING THK

15 COMPANY HAS MADE' ?

16 A. Yes. There are several points I would like to make. First, contrary to much of

18

19

20

21

22

Mr. Bradford's testimony in this case, this hearing is not about construction costs

or prudence reviews of those costs, rather it is about planning electric generation

for decades to come and for South Carolinians yet unborn, In a high growth area

like South Carolina, the planning and construction of baseload generating

facilities is a process that requires commitments and planning years ahead of plant

operations. This is a burdensome responsibility, but history has proven that this
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10

12

13

14

15

16

17

18

19

Commission has undertaken this responsibility with consistently positive results.

Now, as in the late 1970s and 1980s, this Commission and this Company is faced

with the prospect of planning, approving, and building significant levels of new

baseload generating facilities. It is my opinion, and this is supported by the South

Carolina and North Carolina Legislatures, that one piece of that future generation

mix should probably include the nuclear option.

This proceeding is about whether or not this nuclear option should be kept open as

a potential generation resource to serve this State in the 2018 timeframe —the

point in time when current studies indicate this generation would be needed. At

the same time, we should keep in mind that the last baseload plant Duke Energy

Carolinas brought onto its system was in 1986, that Duke Energy Carolinas has

several older coal fired plants that are facing retirement, that there is great

uncertainty about the issue of future carbon taxes or limitations, and this State is a

fast growing state in one of the fastest growing regions of the country. Given all

these considerations, I believe that approving the Company's request and

effectively keeping nuclear generation on the table as an option for the 2018

time&arne is prudent. In fact, given future uncertainty around carbon regulation,

it would seem to me to be imprudent not to continue to preserve nuclear as an

option at this time.

20 Q. DOES THIS CONCLUDE YOURTESTIMONY?

21 A. Yes.
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1 Commissionhasundertakenthis responsibilitywith consistentlypositiveresults.

2 Now, asin thelate l970sand 1980s,thisCommissionandthis Companyis faced

3 with theprospectofplanning, approving,and building significant levels of new

4 baseloadgeneratingfacilities. It is my opinion,andthis is supportedby theSouth

5 CarolinaandNorthCarolinaLegislatures,that onepieceofthat futuregeneration

6 mix shouldprobablyincludethenuclearoption.

7 Thisproceedingis aboutwhetherornot thisnuclearoptionshouldbekeptopenas

8 a potential generationresourceto serve this Statein the 2018 timeframe— the

9 point in time whencurrentstudiesindicatethis generationwould be needed.At

10 the sametime, we shouldkeepin mind that the lastbaseloadplant DukeEnergy

11 Carolinasbroughtonto its systemwasin 1986, that DukeEnergyCarolinashas

12 severalolder coal fired plants that are facing retirement, that there is great

13 uncertaintyaboutthe issueoffuturecarbontaxesor limitations,andthis Stateis a

14 fastgrowingstatein oneof the fastestgrowing regionsofthecountry. Givenall

15 these considerations,I believe that approving the Company’s request and

16 effectively keepingnucleargenerationon the table as an option for the 2018

17 timeframeis prudent. In fact, given futureuncertaintyaroundcarbonregulation,

18 it would seemto me to be imprudentnot to continueto preservenuclearasan

19 optionat this time.

20 Q. DOES THIS CONCLUDE YOUR TESTIMONY?
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Julius A. "Chip" Wright is the President ofJ. A.
Wright and Associates„3037 Loridan Way,
Atlanta, GA, 30339; 770-956-1225;
awri t minds rin .com.

Experience Overview

Prior to starting his firm, Dr. Wright was a Client
Partner for AT&T Solutions Utilities and Energy
Practice and before that a Principal in EDS'
Management Consulting Services. Dr. Wright
has been consulting electric gas, and telephone
utilities on regulation, economics, rates,
production modeling and strategic planning for
the past three years. Prior to this Dr. Wright
served an eight-year term as a Utility
Commissioner for the state ofNorth Carolina.
Prior to that he served three terms in the North
Carolina State Senate while he was a senior
project engineer for Corning Glass Works on
their optical wave guide project in Wilmington,
North Carolina. He has a total of 14 years'
government-related experience, 12 years' plant-
related engineering experience, and he has
established two companies.

While serving on the North Carolina Utility
Commission, he served four years on the
National Association of Regulatory Utility
Commissioners (NARUC) Electricity
Committee. He has served in various other
advisory capacities, including the Keystone
Committee on Externalities; the North Carolina
Radiation Protection Committee, and on an
Oversight Committee for a joint North
Carolina/New York/ Department of Energy
(DOE) project.

Dr. Wright has also served on the Southern
States Energy Board Task Force on
Restructuring the Electric Utility Industry.

Electric Competition Natural Gas, and
Regulatory Strategy

~ "Energy Deregulation, "March 2001, report
of the California State Auditor on the causes
of the problems related to high electric prices
and blackouts (from May, 2000 through June
2001, and ongoing) in California's
restructured electric marketplace, Dr. Wright
was one of three consultants who essentially
researched and prepared the State Auditor's
report.

~ Principal author with Dr. Al Danielsen of
"Reliability ofElectric Supply In Georgia, "
published by The Bonbright Utilities Center,
University of Georgia, June, 2001.

~ Presented testimony before the North
Carolina Public Utilities Commission on
behalf of SCANA Corporation regarding
issues related to market power in its merger
with Public Service Company ofNorth
Carolina, Docket No. 6-5, Sub 400; G-3,
Sub 0.

~ Was the principal author of a report and
investigation titled "An Analysis of
Commonwealth Edison 's Planning Process
For Achieving Reliability ofSupply,

"which
was an investigation of the Company's
planning process to meet its statutory
obligation for supplying electricity as Illinois
transitions to a competitive retail electric
market, Illinois Commerce Commission
Docket No. 98-0514.

~ Co-authored a national study that used
computer modeling techniques to quantify
the impact of electric competition on the
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JuliusA. “Chip” Wright is thePresidentofJ. A. Dr. Wrighthasalsoservedon theSouthern
Wright andAssociates,3037LoridanWay, StatesEnergyBoardTaskForceon
Atlanta, GA, 30339; 770-956-1225; RestructuringtheElectricUtility Industry.
iawi-ight4i~mindsprini~.com.

Electric Competition Natural Gas, and
Regulatory Strategy

ExperienceOverview
• “EnergyDeregulation,”March2001, report

oftheCaliforniaStateAuditor on the causes
Prior to startinghis firm, Dr. Wrightwasa Client oftheproblemsrelatedto high electricprices
Partnerfor AT&T SolutionsUtilities andEnergy andblackouts(from May, 2000throughJune
Practiceandbeforethat aPrincipalin EDS’ 2001,andongoing)in California’s
ManagementConsultingServices.Dr. Wright restructuredelectricmarketplace.Dr. Wright
hasbeenconsultingelectricgas,andtelephone wasoneofthreeconsultantswho essentially
utilities on regulation,economics,rates, researchedandpreparedtheStateAuditor’s
productionmodelingandstrategicplanningfor report.
thepastthreeyears. Prior to thisDr. Wright
servedaneight-yearterm asaUtility • Principalauthorwith Dr. Al Danielsenof
Commissionerfor the stateofNorthCarolina. “Reliability ofElectricSupplyIn Georgia,”
Prior to thathe servedthreetermsin theNorth publishedby TheBonbrightUtilities Center,
CarolinaStateSenatewhilehewasasenior UniversityofGeorgia,June,2001.
projectengineerfor CorningGlassWorkson
their opticalwaveguideprojectin Wilmington, • PresentedtestimonybeforetheNorth
North Carolina. Hehasatotalof 14 years’ CarolinaPublicUtilities Commissionon
government-relatedexperience,12 years’plant- behalfof SCANA Corporationregarding
relatedengineeringexperience,andhehas issuesrelatedto marketpowerin its merger
establishedtwo companies. with PublicServiceCompanyofNorth

Carolina,DocketNo. G-5,Sub400; G-3,
While servingon theNorthCarolinaUtility Sub0.
Commission,he servedfouryearson the
NationalAssociationofRegulatoryUtility • Wastheprincipal authorofareport and
Commissioners(NARUC) Electricity investigationtitled “An Analysisof
Committee. Hehasservedin variousother CommonwealthEdison‘s PlanningProcess
advisorycapacities,including theKeystone For AchievingReliabilityofSupply,”which
Committeeon Externalities;theNorthCarolina wasaninvestigationoftheCompany’s
RadiationProtectionCommittee,andon an planningprocessto meetits statutory
OversightCommitteefor ajoint North obligationfor supplyingelectricityasIllinois
Carolina/NewYork! DepartmentofEnergy transitionsto acompetitiveretail electric
(DOE) project. market,Illinois CommerceCommission

DocketNo. 98-0514.

• Co-authoredanationalstudy thatused
computermodelingtechniquesto quantify
the impactof electriccompetitionon the
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aggregate economy in each of the 48
continental United States.

~ Presented testimony to Louisiana Legislative
Committee on behalf of Entergy Corporation
regarding the various regulatory and
technical issues that need to be addressed in
the transition to competition.

~ Presented testimony For Virginia Power with

regard to its transition to competition plan.

~ Testified before the Mississippi Public
Service Commission on issues related to the
establishment of retail electric competition,
including ISO establishment, regional power
exchanges, legislation, taxes and regulatory
polices.

~ Presented testimony for Entergy Corp. in
both Louisiana and Arkansas in support of its
transition to competition filing.

~ Worked with three major southeastern
utilities on developing business and
regulatory strategy as they prepare for
competition.

~ Filed a report with the South Carolina
Legislature that studied the impact of electric
competition on the state of South Carolina,

Was a panelist on a Southern Gas
Association national televised forum on
performance based regulation for the natural

gas industry.

telecommunications initiatives. In these
efforts he worked with the EDS
Telecommunications Consulting Group.

~ Led an analysis of the prudence of Central
Vermont Public Service Company's power
and resource acquisitions over a five year
period. The prudence of this utility's power
supply strategy was under investigation in a
rate case proceeding. Dr. Wright's team filed
testimony supporting the Company and their
efforts were instrumental in undermining the
charges of imprudence brought by the
Company's opposition.

~ Developed an EDS intra-company task force
to address the issues related to FERC's
Transmission NOPR, This task force
subsequently filed three responses to FERC's
Open Access NOPR which provide a basis
for EDS to maintain a leadership position as
the electric utility industry undergoes
restructuring to a competitive market.

~ Helped develop a regulatory strategy and
presented testimony on behalf of South
Carolina Pipeline. In this case, an economic
analysis prepared by Dr. Wright and Dr.
Frank Cronin (from EDS Economic Planning
and Analysis Consulting Group) was
presented along with recommendations.
Their analysis and recommendations were
generally accepted by the Commission staff.

Resource Planning k Economic Analysis

~ Was the lead policy witness for South
Carolina Electric and Gas on obtaining
regulatory approval to transfer depreciation
reserve Rom a nuclear plant to TkD
depreciation reserve. This is a critical issue
in preparing for competition and limiting
stranded investment.

As a Commissioner he has been involved in a
variety of resource planning issues including
chairing the last North Carolina Resource
Planning hearing that involved Duke Power
Company, Carolina Power and Light, Virginia
Power Company and the North Carolina Electric
Membership Corporation.

~ Developed regulatory and marketing strategy
for ENTERGY with regard to its

He was also selected by the states of North
Carolina and New York and the Department of
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aggregateeconomyin eachofthe48 telecommunicationsinitiatives. In these
continentalUnitedStates. efforts heworkedwith theEDS

TelecommunicationsConsultingGroup.
• Presentedtestimonyto LouisianaLegislative

Committeeonbehalfof EntergyCorporation • Led ananalysisoftheprudenceofCentral
regardingthevariousregulatoryand VermontPublicServiceCompany’spower
technicalissuesthatneedto beaddressedin andresourceacquisitionsovera five year
thetransitionto competition. period. Theprudenceofthisutility’s power

supplystrategywasunderinvestigationin a
• PresentedtestimonyForVirginia Powerwith ratecaseproceeding.Dr. Wright’s teamfiled

regardto its transitionto competitionplan. testimonysupportingtheCompanyandtheir
effortswereinstrumentalin underminingthe

• TestifiedbeforetheMississippiPublic chargesofimprudencebroughtby the
ServiceCommissionon issuesrelatedto the Company’sopposition.
establishmentofretailelectriccompetition,
includingISO establishment,regionalpower • DevelopedanEDSintra-companytaskforce
exchanges,legislation,taxesandregulatory to addresstheissuesrelatedto FERC’s
polices. TransmissionNOPR. This taskforce

subsequentlyfiled threeresponsesto FERC’s
• Presentedtestimonyfor EntergyCorp. in OpenAccessNOPRwhichprovideabasis

bothLouisianaandArkansasin supportof its forEDSto maintaina leadershippositionas
transitionto competitionfiling, the electricutility industryundergoes

restructuringto a competitivemarket.
• Workedwith threemajorsoutheastern

utilities on developingbusinessand • Helpeddeveloparegulatorystrategyand
regulatorystrategyastheypreparefor presentedtestimonyon behalfofSouth
competition. CarolinaPipeline. In thiscase,aneconomic

analysispreparedby Dr. Wright andDr.
• Filed areportwith theSouthCarolina FrankCronin(from EDSEconomicPlanning

Legislaturethatstudiedthe impactofelectric andAnalysisConsultingGroup)was
competitionon thestateof SouthCarolina. presentedalongwith recommendations.

Their analysisandrecommendationswere
• WasapanelistonaSouthernGas generallyacceptedby the Commissionstaff.

Associationnationaltelevisedforumon
performancebasedregulationfor thenatural
gasindustry. ResourcePlanning & EconomicAnalysis

• Wastheleadpolicy witnessfor South As aCommissionerhehasbeeninvolved in a
CarolinaElectric andGason obtaining varietyofresourceplanningissuesincluding
regulatoryapprovalto transferdepreciation chairingthe lastNorthCarolinaResource
reservefrom anuclearplant to T&D PlanningbearingthatinvolvedDukePower
depreciationreserve.This is acritical issue Company,CarolinaPowerandLight, Virginia
in preparingfor competitionandlimiting PowerCompanyandtheNorthCarolinaElectric
strandedinvestment. MembershipCorporation.

• Developedregulatoryandmarketingstrategy Hewasalsoselectedby thestatesofNorth
for ENTERGYwith regardto its CarolinaandNew York andtheDepartmentof
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Energy to be one of five representatives on a
peer review panel overseeing a Resource
Planning project being conducted by the Oak
Ridge National Laboratories.

In addition to these initiatives Dr. Wright has:

~ Was the principal author of a report and
investigation titled "An Analysis of
Commonwealth Edison 's Planning Process
For Achieving Reliability ofSupply,

"which
was an investigation of the Company's
planning process to meet its statutory
obligation for supplying electricity as Illinois
transitions to a competitive retail electric
market, Illinois Commerce Commission
Docket No. 98-0514.

~ Was the lead policy witness for South
Carolina Electric and Gas on obtaining
regulatory approval to transfer depreciation
reserve &om a nuclear plant to T&D
depreciation reserve. This is a critical issue
in preparing for competition and limiting
stranded investment.

~ Was instrumental in acquiring a large
engagement for a major southeastern utility
examining their competitive position as it
relates to a competitive electric market.
During the engagement he provided input
and guidance on regulatory issues related to
the deregulation of the electric industry.

~ Assisted Carolina Power and Light Company
in their integrated resource planning process
by advising and facilitating a Commission
directed public policy panel.

e Developed an overview of Niagara Mohawk
Gas' integrated resource planning efforts.
This engagement was under a contract from
Oak Ridge National Laboratories.

Cost ofService, Rate Design, Forecasting

While serving more than eight years on the
North Carolina Commission, Dr. Wright was
involved in several cost of service and rate
design analyses, testimonies, and orders. This
included work in electric, telephone, gas, and
water utilities. Additionally, he has presented
testimony on performance based ratemaking and
he has been involved in analyzing electric utility
forecasting models, including end-use models,
regression analysis (both linear and nonlinear)
and customer discrete choice modeling forecasts.
Furthermore, Dr. Wright's Ph.D. is in
environmental and regulatory economics with

special research into nonlinear minimal cost
optimization procedures for electric utility
production models. This work included
optimizing investments, optimal regulatory
regimes, pricing, cost recovery, and rate of return
issues.

In addition, he has:

~ Provided an economic analysis of the proper
regulatory regime for South Carolina
Pipeline Company. In this analysis he
presented testimony supporting performance
based rate making and his recommendations
were generally accepted by the Commission
staff.

~ Developed forecasted rates for two New
York state utilities, These rates were
developed to support a bond filing by a
cogenerator.

~ Provided a forecast ofpower payments &om
New York State Electric and Gas (NYSEG)
to two independent power producers (IPPs).
This forecast was used to estimate the level
of overpayments by NYSEG to these IPPs,
under PURPA regulations, which he used in
a filing before FERC supporting the
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Energyto be oneof five representativeson a CostofService,RateDesign,Forecasting
peerreviewpaneloverseeingaResource
Planningprojectbeingconductedby theOak While servingmorethaneightyearson the
RidgeNationalLaboratories. NorthCarolinaCommission,Dr. Wright was

involvedin severalcostof serviceandrate
In additionto theseinitiativesDr. Wrighthas: designanalyses,testimonies,andorders.This

includedwork in electric,telephone,gas,and
• Wastheprincipalauthorofareportand waterutilities. Additionally, hehaspresented

investigationtitled “An Analysisof testimonyon performancebasedratemakingand
CommonwealthEdison‘s PlanningProcess hehasbeeninvolved in analyzingelectricutility
For AchievingReliability ofSupply,”which forecastingmodels,includingend-usemodels,
wasaninvestigationoftheCompany’s regressionanalysis(bothlinearandnonlinear)
planningprocessto meetits statutory andcustomerdiscretechoicemodelingforecasts.
obligationfor supplyingelectricityasIllinois Furthermore,Dr. Wright’s Ph.D.is in
transitionsto acompetitiveretailelectric environmentalandregulatoryeconomicswith
market,Illinois CommerceCommission specialresearchintononlinearminimal cost
DocketNo. 98-0514. optimizationproceduresfor electricutility

productionmodels.Thiswork included
• Wastheleadpolicy witnessfor South optimizing investments,optimal regulatory

CarolinaElectric andGasonobtaining regimes,pricing,costrecovery,andrateofreturn
regulatoryapprovalto transferdepreciation issues.
reservefrom anuclearplant to T&D
depreciationreserve. This is acritical issue In addition,hehas:
in preparingfor competitionandlimiting
strandedinvestment. • Providedan economicanalysisof theproper

regulatoryregimefor SouthCarolina
• Wasinstrumentalin acquiringalarge PipelineCompany. In this analysishe

engagementfor amajorsoutheasternutility presentedtestimonysupportingperformance
examiningtheircompetitivepositionasit basedratemakingandhis recommendations
relatesto acompetitiveelectricmarket. weregenerallyacceptedby theCommission
Duringthe engagementheprovidedinput staff.
andguidanceon regulatoryissuesrelatedto
thederegulationoftheelectricindustry. • Developedforecastedratesfor two New

York stateutilities. Theserateswere
• AssistedCarolinaPowerandLight Company developedto supportabondfiling by a

in theirintegratedresourceplanningprocess cogenerator.
by advisingandfacilitatingaCommission
directedpublic policy panel. • Providedaforecastofpowerpaymentsfrom

NewYork StateElectric andGas(NYSEG)
• Developedan overviewofNiagaraMohawk to two independentpowerproducers(IPPs).

Gas’ integratedresourceplanningefforts. This forecastwasusedto estimatethe level
This engagementwasunderacontractfrom of overpaymentsby NYSEGto theseIPPs,
OakRidgeNationalLaboratories. underPIJRPAregulations,which heusedin

a filing beforeFERCsupportingthe
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Telecommunications

As a Commissioner he has regulated all types of
telecommunications providers for eight years. In
addition, he has worked with two electric utilities
in strategy formulation in regard to their entering
the telecommunications business. Furthermore,
he has eight years experience as a fiber optic
engineer.

An Analysis of Commonwealth Edison 's

Planning Process For Achieving Reliability of
Supply, Illinois Commerce Commission Docket
No. 98-0514.

The Impact of Competition on the Price of
Electricity, author, published by L. A. Wright
and Associates, November, 1998.

Other Areas of Expertise

Prior to joining EDS, he worked for eight years
as a senior process engineer for Corning Glass in
the design and production of optical waveguides
(or fiber optics). Prior to that he worked for four
years in the chemical industry as a process
chemist and later as a senior project engineer.
He has done work in environmental monitoring,
process and product improvement, plant
utilization, as well as starting and selling two
successful companies —one in the financial
leasing business and the other in the
entertainment industry.

Presentations and Publications

"Energy Deregulation, "March 2001, report of
the California State Auditor on the causes of the
problems related to high electric prices and
blackouts (from May, 2000 through June 2001,
and ongoing) in California's restructured electric
marketplace. Dr. Wright was one of three
consultants who essentially researched and
prepared the State Auditor's report.

"Low Cost States and Electric Restructuring-
The Issue is the Price!" presented to the1999
Miller Forum on Government, Business and the
Economy, University of Southern California,
April 19, 1999.

"Retail Competition in the Electric Industry: The
Impact on Prices, "presented at the 18'" Annual

Bonbright Center Energy Conference, Atlanta,
Georgia, Sept. 10, 1998.

Potential Economic Impacts ofRestructuring the
Electric Utility Industry, co-author, published by
the Small Business Survival Committee,
Washington, DC, November, 1997.

"How Deregulation Will Affect Power Quality
and Energy Management,

"presented at the
Power Quality and Energy Management
Conference co-sponsored by Entergy and EPM,
New Orleans, LA, Nov. 14, 1997.

"Deregulation of the Electric Industry, "
Proceedings: National Business Energy Forum,
June 26, 1997,New Orleans, LA.

"A Different View of the Market, "presented at
the Southeastern Electric Exchange Conference,
June 25, 1997, Charlotte, N.C.

"Restructuring The Electric Utility Industry:
Theory vs. Reality, "presented at the American
Bar Association Restructuring Conference,
Raleigh, NC, Dec. 5, 1996.

"Restructuring: The Best Approach for
Virginia, "presented at the Virginia State
Corporation Commission Electricity
Restructuring Forum, Charlottesville, VA, Nov.
15, 1996.
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Telecommunications An AnalysisofCommonwealthEdison‘s
PlanningProcessFor AchievingReliability of

As a Commissionerhehasregulatedall typesof Supply,Illinois CommerceCommissionDocket
telecommunicationsprovidersfor eight years. In No. 98-0514.
addition,hehasworkedwith two electricutilities
in strategyformulationin regardto theirentering
thetelecommunicationsbusiness.Furthermore,
hehaseightyearsexperienceasafiber optic TheImpactofCompetitionon thePriceof
engineer. Electricity,author,publishedby L. A. Wright

andAssociates,November,1998.

Other AreasofExpertise

“Retail Competitionin theElectricIndustry:The
Prior to joining EDS,heworkedfor eightyears Impacton Prices,”presentedatthe l8~hAnnual
asaseniorprocessengineerfor CorningGlassin BonbrightCenterEnergyConference,Atlanta,
thedesignandproductionofopticalwaveguides Georgia,Sept. 10, 1998.
(or fiberoptics). Prior to thatheworkedfor four
yearsin thechemicalindustryasaprocess PotentialEconomicImpactsofRestructuringthe
chemistandlaterasaseniorprojectengineer. ElectricUtility Industry,co-author,publishedby
Hehasdonework in environmentalmonitoring, theSmall BusinessSurvivalCommittee,
processandproductimprovement,plant Washington,DC, November,1997.
utilization,aswell asstartingandsellingtwo
successfulcompanies— onein thefinancial “How DeregulationWill Affect PowerQuality
leasingbusinessandthe otherin the andEnergyManagement,”presentedat the
entertainmentindustry. PowerQuality andEnergyManagement

Conferenceco-sponsoredby EntergyandEPRI,
New Orleans,LA, Nov. 14, 1997.

Presentationsand Publications
“DeregulationoftheElectricIndustry,”
Proceedings:NationalBusinessEnergyForum,

“Energy Deregulation,”March2001,reportof June26, 1997,New Orleans,LA.
theCaliforniaStateAuditor on thecausesof the
problemsrelatedto high electricpricesand “A DifferentView oftheMarket,” presentedat
blackouts(from May, 2000throughJune2001, theSoutheasternElectric ExchangeConference,
andongoing)in California’s restructuredelectric June25, 1997,Charlotte,N.C.
marketplace.Dr. Wrightwasoneofthree
consultantswhoessentiallyresearchedand “RestructuringTheElectricUtility Industry:
preparedthe StateAuditor’s report. Theoryvs. Reality,” presentedat theAmerican

BarAssociationRestructuringConference,
“Low CostStatesandElectricRestructuring- Raleigh,NC,Dec. 5, 1996.
TheIssueis thePrice!” presentedto the1999
Miller ForumonGovernment,Businessandthe “Restructuring:TheBestApproachfor
Economy,UniversityofSouthernCalifornia, Virginia,” presentedat theVirginia State
April 19, 1999. CorporationCommissionElectricity

RestructuringForum,Charlottesville,VA, Nov.
15, 1996.
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"Alternative Rate Making for the Natural Gas
Industry: State Issues, "presented at the Tenth
Annual NARUC Biennial Regulatory
Information Conference, Columbus, Ohio, Sept.
12, 1996.

"RetailCo: To Regulate or Not?'" presented at the
9'" Annual Automatic Meter Reading
Symposium, New Orleans, La., Sept. 10, 1996.

"Convergence: The Competitive Revolution
Comes To Electric Power, "presented to the
Southeastern Association of Regulatory
Commissioners Annual Convention, Point clear,
Alabama, June 4,1996.

"Stranded Assets Recovery Issues, "presented at
the Western Electric Power Institute: Financial
Forum, Tucson, Arizona, March 8, 1996.

"The Deregulation oF the Electric Utility
Industry: Current Status, "presented at the North
Carolina Economic Developers Association
Midwinter Conference, Pinehurst, N.C.,
February 23, 1996.

"Performance Based Regulation for The Natural
Gas Industry, "panelist on Southern Gas
Association's Televised Regulatory Forum,
Dallas, Texas, Jan. 18, 1996.

"Industry Structure Should Meet Stakeholder
Objectives, "Electric Light and Power, Jan. ,
1996.

"Quantifying the Value of Stranded Investment:
A Dynamic Modeling Approach, "Proceedings:
Implementing Transmission Access and Power
Transactions Conference, Denver, Colorado,
Dec. 14, 1995.

"Quantifying the Value of Stranded Investment:
A Dynamic Modeling Approach,

"at the 15'
Annual Bonbright Center Electric and Natural
Gas Conference, October 9-11, 1995,Atlanta,
Georgia.

Comments to FERC in the matter ofNotice of
Proposed Rulemaking on Open Access, Docket
No. 95-9-000, 1995.

"The Road to Competition for Re-Regulated
Industries, "presented at the 1995 PROMOD
users Forum, St. Petersburg, Florida, May 1,
1995.

"Comparing New York State Electric and Gas
Corporation 's Non- Utili ty Generator Payments
to Current Avoided Cost Rates, "report
submitted in support of affidavit filed before
FERC in Docket No. EL 95-28-000.

"A Solution To The Transmission Pricing and

Stranded Investment Problems" Public Utilities

Fortnightly, January 1995.

"Electric Utility Competition: The Winning
Focus, "presented at 1994 Southeastern Electric
and Natural Gas Conference, Atlanta, Georgia,
October 1994.

"Gas Integrated Resource Planning: The
¹agara Mohawk Experience, "for Martin
Marietta Energy Systems, Inc. , under contract to
the United States Department of Energy,
ORNL/SUB/93-03369.

"Future Regulation In the Water Industry - Can
We Solve the Problems Before They Happen?"
8'ater, Vol. 29, No. 2, pp. 14-17, Summer 1988.

'The Regulatory Process —Historical and

Today,
"presented at Carolina Power and Light

Company's IRP Public Participation Committee
Seminar, June 1994.

"The Regulatory Role In DSM: Who Pays?"
presented at Carolina Power and Light
Company's IRP Public Participation Committee
Seminar, June 1994.

"The Regulatory Process In North Carolina, "
North Carolina Telephone Association, June
1991.
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“Alternative RateMaking for theNaturalGas Commentsto FERCin thematterofNoticeof
Industry:StateIssues,”presentedat theTenth ProposedRulemakingonOpenAccess,Docket
AnnualNARUC BiennialRegulatory No. 95-9-000,1995.
InformationConference,Columbus,Ohio, Sept.
12, 1996. “TheRoadto Competitionfor Re-Regulated

Industries,”presentedatthe1995PROMOD
“RetailCo: To RegulateorNot?” presentedat the usersForum,St. Petersburg,Florida,May1,

9
th AnnualAutomaticMeterReading 1995.

Symposium,NewOrleans,La.,Sept. 10, 1996.
“ComparingNewYorkStateElectricandGas

“Convergence:TheCompetitiveRevolution Corporation ‘s Non-Utility GeneratorPayments
ComesTo Electric Power,”presentedto the to CurrentAvoidedCostRates,” report
SoutheasternAssociationofRegulatory submittedin supportofaffidavit filed before
CommissionersAnnualConvention,Pointclear, FERCin DocketNo. EL 95-28-000.
Alabama,June4,1996.

“A SolutionTo TheTransmissionPricingand
“StrandedAssetsRecoveryIssues,”presentedat StrandedInvestmentProblems”Public Utilities
theWesternElectricPowerInstitute:Financial Fortnightly,January1995.
Forum,Tucson,Arizona,March 8, 1996.

“ElectricUtility Competition:TheWinning
“TheDeregulationoftheElectricUtility Focus,”presentedat 1994SoutheasternElectric
Industry:CurrentStatus,”presentedattheNorth andNaturalGasConference,Atlanta,Georgia,
CarolinaEconomicDevelopersAssociation October1994.
Midwinter Conference,Pinehurst,N.C.,
February23, 1996. “Gas IntegratedResourcePlanning:The

NiagaraMohawkExperience,”forMartin
“PerformanceBasedRegulationfor TheNatural MariettaEnergySystems,Inc., undercontractto
GasIndustry,”paneliston SouthernGas theUnitedStatesDepartmentof Energy,
Association’sTelevisedRegulatoryForum, ORNL/SUB/93-03369.
Dallas,Texas,Jan.18, 1996.

“FutureRegulationIn theWaterIndustry- Can
“Industry StructureShouldMeet Stakeholder We SolvetheProblemsBeforeTheyHappen?”
Objectives,”ElectricLight andPower,Jan., Water,Vol. 29, No. 2, pp. 14-17,Summer1988.
1996.

“TheRegulatoryProcess- Historicaland
“Quantifying theValueofStrandedInvestment: Today,”presentedat CarolinaPowerandLight
A DynamicModelingApproach,”Proceedings: Company’sIRPPublicParticipationCommittee
ImplementingTransmissionAccessandPower Seminar,June1994.
TransactionsConference,Denver,Colorado,
Dec. 14, 1995. “TheRegulatoryRoleIn DSM: Who Pays?”

presentedatCarolinaPowerandLight
“Quantifying theValueofStrandedInvestment: Company’sIRPPublicParticipationCommittee
A DynamicModelingApproach,”atthe 15th Seminar,June1994.
AnnualBonbrightCenterElectricandNatural
GasConference,October9-11,1995,Atlanta, “TheRegulatoryProcessIn NorthCarolina,”
Georgia. NorthCarolinaTelephoneAssociation,June

1991.
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Testimony

Provided testimony for Georgia Power in its
2007 Integrated Resource Plan reviewing the

plan filed by the Company and discussing how
its demand-side proposals were reasonable,
compared the Company's demand-side proposals
to those found in neighboring states, and
discussed the application of the various tests
used to evaluate demand-side programs (TRC,
RIM, PTC), Docket number 24505-U, May,
2007.

Presented two testimonies before the South
Carolina Public Service Commission on behalf
of South Carolina Electric and Gas, Duke Energy
and Progress Energy Carolinas in the
investigation of adoption of energy efficiency
and generation standards related to the Energy
Policy Act of 2005, Dockets No. 2005-385-E
and No. 2005-386-E, April, 2007.

Presented testimony before the North Carolina
Public Utilities Commission on behalf of Duke
Energy and Progress Energy Carolinas in the
investigation of adoption of energy efficiency
and generation standards related to the Energy
Policy Act of 2005, November, 2006, Docket
No. E-100, Sub 108.

Presented testimony before the North Carolina
Public Utilities Commission on behalf of Duke
Energy in the investigation of Duke Energy's
2006 Integrated Resource Plan, June, 2006,
Docket No. E-100, Sub 103.

Provided testimony for Georgia Power in its
2005 Fuel Adjustment Hearing on the issue of
the appropriate pricing methodology for the
dispatch and sale of electricity in the Southern
Company system, Docket number 19142-U,
April, 2005.

Presented testimony on behalf of South Carolina
Electric and Gas Company before the South
Carolina Public Utility Commission for South
Carolina Pipeline Company related to the

inclusion of a generating plant in rate base and to
the recovery ofRTO (Gridsouth) related costs,
Docket No. 2004-178-E, October, 2004,

Presented testimony on behalf of Entergy
Mississippi before the Mississippi civil court
dealing with maintaining the confidentiality of
special use contracts, August, 2004.

Presented rebuttal testimony before the South
Carolina Public Utility Commission for South
Carolina Pipeline Company related to the
reasons for continuing a program that allows
flexible, competitive based pricing for large,
interruptible customers that have alternative
fuels, Docket No. 2004-6-G, May 29, 2004.

Presented testimony before the Georgia Public
Service Commission on the appropriate range for
a return on equity earnings band (a form of
performance based regulation) to set in a
Savannah Electric & Power Company rate case,
Docket No. 14618-U, April, 2002.

Presented testimony before the Georgia Public
Service Commission on the appropriate range for
a return on equity earnings band (a form of
performance based regulation) to set in a Georgia
Power Company rate case, Docket No. 14000-U,
November 19, 2001.

Presented testimony before the Georgia Public
Service Commission on behalf of Scana Energy
Marketing related to affiliate relationships and
the appropriate affiliate rules between Atlanta
Gas Light Company's regulated and unregulated
affiliates. Docket No. 146060-U, August 24,
2001.

Presented testimony before the North Carolina
Public Utilities Commission on behalf of
SCANA Corporation regarding issues related to
market power in its merger with Public Service
Company of North Carolina, Docket No. G-5,
Sub 400; G-3, Sub 0.
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Testimony inclusionofageneratingplantin ratebaseandto
therecoveryofRTO (Gridsouth)relatedcosts,

Providedtestimonyfor GeorgiaPowerin its DocketNo. 2004-178-E,October,2004.
2007IntegratedResourcePlanreviewingthe
planfiled by the Companyanddiscussingbow Presentedtestimonyon behalfofEntergy
its demand-sideproposalswere reasonable, MississippibeforetheMississippicivil court
comparedtheCompany’sdemand-sideproposals dealingwithmaintainingtheconfidentialityof
to thosefoundin neighboringstates,and specialusecontracts,August,2004.
discussedtheapplicationofthevarioustests
usedto evaluatedemand-sideprograms(TRC, PresentedrebuttaltestimonybeforetheSouth
RIM, PTC),Docketnumber24505-U,May, CarolinaPublicUtility Commissionfor South
2007. CarolinaPipelineCompanyrelatedto the

reasonsfor continuingaprogramthat allows
Presentedtwo testimonies before the South flexible, competitivebasedpricingfor large,
CarolinaPublic ServiceCommissionon behalf interruptiblecustomersthathavealternative
of SouthCarolinaElectric andGas,DukeEnergy fuels,DocketNo. 2004-6-G,May29, 2004.
and Progress Energy Carolinas in the
investigation of adoption of energyefficiency Presentedtestimonybeforethe GeorgiaPublic
and generationstandardsrelatedto the Energy ServiceCommissionon theappropriaterangefor
Policy Act of 2005, Dockets No. 2005-385-E aretunion equity earningsband(aform of
andNo. 2005-386-E,April, 2007. performancebasedregulation)to setin a

SavannahElectric & PowerCompanyratecase,
PresentedtestimonybeforetheNorthCarolina DocketNo. 14618-U,April, 2002.
PublicUtilities CommissiononbehalfofDuke
EnergyandProgressEnergyCarolinasin the PresentedtestimonybeforetheGeorgiaPublic
investigationof adoptionofenergyefficiency ServiceCommissionon theappropriaterangefor
andgenerationstandardsrelatedto theEnergy areturnon equity earningsband(aform of
Policy Act of2005,November,2006,Docket performancebasedregulation)to set in a Georgia
No. E-100, Sub108. PowerCompanyratecase,DocketNo. 14000-U,

November19, 2001.
PresentedtestimonybeforetheNorthCarolina
PublicUtilities Commissionon behalfofDuke PresentedtestimonybeforetheGeorgiaPublic
Energyin the investigationofDukeEnergy’s ServiceCommissiononbehalfofScanaEnergy
2006IntegratedResourcePlan,June,2006, Marketingrelatedto affiliate relationshipsand
DocketNo. E-lOO, Sub103. theappropriateaffiliate rulesbetweenAtlanta

GasLight Company’sregulatedandunregulated
Providedtestimonyfor GeorgiaPowerin its affiliates. DocketNo. 146060-U,August24,
2005FuelAdjustmentHearingon theissueof 2001.
theappropriatepricingmethodologyfor the
dispatchand saleofelectricityin theSouthern PresentedtestimonybeforetheNorthCarolina
Companysystem,Docketnumber19142-U, PublicUtilities Commissionon behalfof
April, 2005. SCANACorporationregardingissuesrelatedto

marketpowerin its mergerwithPublicService
Presentedtestimonyon behalfofSouthCarolina CompanyofNorthCarolina,DocketNo. G-5,
Electric andGasCompanybeforethe South Sub400; G-3,Sub0.
CarolinaPublicUtility Commissionfor South
CarolinaPipelineCompanyrelatedto the
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Presented testimony before the South Carolina
Public Service Commission on behalf of South
Carolina Pipeline Corporation regarding issues
related to its annual review of gas costs as
reflected in its purchase gas adjustment charge,
Docket No. 1999-007-G, September, 1999.

Presented testimony before the Arkansas Public
Service Commission on behalf of Entergy
Arkansas, Inc. regarding regulatory policies
related to the definition of public utilities as it
impacts citing requirements of non-utility owned
generating facilities, Dockets No. 98-337-U,
March 9, 1999.

Presented Rebuttal and Surrebuttal testimony
before the Louisiana Public Service Commission
on behalf of Entergy Louisiana, Inc. and Entergy
Gulf States regarding regulatory policies related
to stranded cost recovery and on the issue of
whether investors have been compensated for the
risk of not recovering stranded costs, Dockets
Nos. U-22092SC and U-20925, September,
1998.

Presented testimony to the South Carolina Public
Utility Commission for South Carolina Pipeline
Corp. related to acquisition adjustments and
regulatory policies related to performance based
regulation, Docket No. 90-588-G, June, 1998.

Testified before the Mississippi Public Service
Commission on issues related to the
establishment of retail electric competition,
including ISO establishment, regional power
exchanges, legislation, taxes and regulatory
polices, April 16, 17, 1997.

Support of Transition Proposals filed by Virginia
Power Corporation, March, 1997.

Entergy Arkansas testimony in support of
Transition to Competition Filing, 1997.

Entergy Louisiana testimony in support of
Transition to Competition Filing, 1997.

Support of Performance Based Regulation for
GTE South Inc. , Docket No. P-19, Sub 277,
before the North Carolina Utility Commission,
filed Nov. 22, 1995.

Stranded Cost Regulatory Policy and Recovery
Testimony before the South Carolina Public
Service Commission, the Commission approved
the request Dr. Wright was advocating, Docket
No. 95-1000-E, October 27,1995.

Performance based rate making mechanism and
rate levels, testimony on behalf of South
Carolina Pipeline Corporation, Docket No. 90-
588-G, filed August 3, 1995.

Prudence Review of Power Resource Planning
for Central Vermont Public Service Company,
Docket No. 5724, September 7, 1994.

Rebuttal testimony on behalf of Central Vermont
Public Service Company, Docket 5724,
September 7, 1994.

Surrebuttal testimony on behalf of Central
Vermont Public Service Company, Docket No.
5724, September 9, 1994.

Education

Dr. Wright received a Ph.D. in Economics from
North Carolina State University, focusing on
regulatory and environmental economics, and is
a member of the honor society.

He received an MBA in finance from Georgia
State University in 1978, graduating with honors.

He received a Master of Economics from North
Carolina State University in 1991 and was a
member of the honor society.

He received a B.S. in Chemistry from Valdosta
State College in Valdosta, Georgia, graduating
Magna Cum Laud.
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PresentedtestimonybeforetheSouthCarolina SupportofPerformanceBasedRegulationfor
Public ServiceCommissiononbehalfof South GTE South Inc., DocketNo. P-19,Sub277,
CarolinaPipelineCorporationregardingissues beforetheNorthCarolinaUtility Commission,
relatedto its annualreviewofgascostsas fIled Nov. 22, 1995.
reflectedin its purchasegasadjustmentcharge,
DocketNo. 1999-007-G,September,1999. StrandedCostRegulatoryPolicyandRecovery

TestimonybeforetheSouthCarolinaPublic
PresentedtestimonybeforetheArkansasPublic ServiceCommission,theCommissionapproved
ServiceCommissiononbehalfofEntergy therequestDr. Wrightwasadvocating,Docket
Arkansas,Inc. regardingregulatorypolicies No. 95-1000-E,October27,1995.
relatedto thedefmitionofpublic utilities asit
impactsciting requirementsofnon-utilityowned Performancebasedratemakingmechanismand
generatingfacilities, DocketsNo. 98-337-U, ratelevels,testimonyonbehalfofSouth
March 9, 1999. CarolinaPipelineCorporation,DocketNo. 90-

588-G,filed August3, 1995.
PresentedRebuttalarid Surrebuttaltestimony
beforetheLouisianaPublic ServiceCommission PrudenceReviewofPowerResourcePlanning
on behalfofEntergyLouisiana,Inc. andEntergy for CentralVermontPublicServiceCompany,
Gulf Statesregardingregulatorypoliciesrelated DocketNo. 5724, September7, 1994.
to strandedcostrecoveryandon theissueof
whetherinvestorshavebeencompensatedfor the RebuttaltestimonyonbehalfofCentralVermont
risk ofnotrecoveringstrandedcosts,Dockets Public ServiceCompany,Docket5724,
Nos.U-22092SCandU-20925,September, September7, 1994.
1998.

Surrebuttaltestimonyon behalfofCentral
Presentedtestimonyto theSouthCarolinaPublic VermontPublicServiceCompany,DocketNo.
Utility Commissionfor SouthCarolinaPipeline 5724,September9, 1994.
Corp. relatedto acquisitionadjustmentsand
regulatorypoliciesrelatedto performancebased
regulation,DocketNo. 90-588-G,June,1998.

Education
TestifiedbeforetheMississippiPublicService Dr. Wright receivedaPh.D. in Economicsfrom
Commissionon issuesrelatedto the
establishmentofretail electriccompetition, NorthCarolinaStateUniversity,focusingon
including ISO establishment,regionalpower regulatoryandenvironmentaleconomics,andis

amemberofthehonorsociety.
exchanges,legislation,taxesandregulatory
polices,April 16, 17, 1997. He receivedanMBA in financefrom Georgia

StateUniversityin 1978,graduatingwith honors.
SupportofTransitionProposalsfiled by Virginia
PowerCorporation,March, 1997. HereceivedaMasterof EconomicsfromNorth

CarolinaStateUniversity in 1991 andwasa
EntergyArkansastestimonyin supportof memberofthehonorsociety.
Transitionto CompetitionFiling, 1997.

EntergyLouisianatestimonyin supportof HereceivedaB.S.in Chemistiyfrom Valdosta
Transitionto CompetitionFiling, 1997. StateCollegein Valdosta,Georgia,graduatingMagnaCum Laud.
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In addition, he has completed the Michigan State
University Regulatory Course, several other
NARUC courses on regulation, been an
instructor on regulatory issues at several
NARUC courses, completed management
courses at Corning Glass and financial seminars
at Bank Boston and Merrill Lynch dealing with
regulation.
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In addition,hehascompletedtheMichiganState
UniversityRegulatoryCourse,severalother
NARUC courseson regulation,beenan
instructoron regulatoryissuesat several
NARUC courses,completedmanagement
coursesat CorningGlassandfinancialseminars
atBankBostonandMerrill Lynch dealingwith
regulation.
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BEFORE
THE PUBLIC SERVICE COMMISSION

OF SOUTH CAROLINA
DOCKET NO. 2007~0-E

In the Matter of )
)

Application of Duke Energy Carolinas, LLC )
for Approval of Decision to Incur Nuclear )
Generation Pre-Construction Costs For the )
Lee Nuclear Station in Cherokee County )

CERTIFICATE OF SERVICE

This is to certify that I, Leslie L. Allen, a legal assistant with the law firm of

Robinson, McFadden 8 Moore, P,C, , have this day caused to be served upon the

person(s) named below the Rebuttal Testimony of Julius A. Wright on behalf of

Duke Energy Carolinas, LLC in the foregoing matter by placing a copy of same in the

United States Mail, postage prepaid, in an envelope addressed as follows:

Nanette S. Edwards, Esquire
C. Lessie Hammonds, Esquire
Office of Regulatory Staff
P.O. Box 11236
Columbia, SC 29211

Scott A. Elliott, Esquire
SC Energy Users Committee
Elliott 8 Elliott, PA
721 Olive Avenue
Columbia, SC 29205

Robert Guild, Esquire
Friends of the Earth
314 Pall Mall

Columbia, SC 29201

Dated at Columbia, South Carolina this 2"' day of April, 2008,

Leslie L. Allen

BEFORE
THE PUBLIC SERVICE COMMISSION

OF SOUTH CAROLINA
DOCKET NO. 2007-440-E

In the Matterof )
) CERTIFICATE OF SERVICE

Application of Duke Energy Carolinas, LLC )
for Approval of Decisionto Incur Nuclear )
Generation Pre-Construction CostsFor the )
Lee Nuclear Stationin CherokeeCounty )

This is to certify that I, Leslie L. Allen, a legal assistantwith the law firm of

Robinson, McFadden& Moore, P.C., have this day causedto be served upon the

person(s)namedbelow the Rebuttal Testimony of Julius A. Wright on behalf of

Duke Energy Carolinas, LLC in the foregoingmatterby placing a copy of same in the

United States Mail, postage prepaid, in an envelope addressed as follows:

NanetteS.Edwards, Esquire
C. Lessie Hammonds, Esquire
Office of Regulatory Staff
P.O. Box 11236
Columbia, SC 29211

Scott A. Elliott, Esquire
SCEnergy Users Committee
Elliott & Elliott, PA
721 Olive Avenue
Columbia,SC 29205

RobertGuild, Esquire
Friendsof theEarth
314 Pall Mall
Columbia,SC 29201

Datedat Columbia, SouthCarolinathis 2nd dayof April, 2008.

LeslieL. Allen


